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IN THE MATTER OF THE AP P LICATION
OF S OUTHWES T GAS  CCRP ORATION --
FILING FOR AP P ROVAL OF ITS
COMMERCIAL EQUIP MENT P ROGR.AM

DCCKET NO. G-01551A-04-0876

DECISIONO.

ORDER

69880

Open Mee ting
August 21 and 22, 2007
P hoe nix, Arizona

FINDINGS  OF FACT

1. S outhwe s t Ga s  Corpora tion ("S outhwe s t") is  e nga ge d in providing na tura l ga s

within portions  of Arizona , pursuant to authority granted by the  Arizona  Corpora tion Commiss ion.

2. On June  26, 2006, S outhwe s t file d a n a pplica tion for a pprova l of its  Comme rcia l

Equipme nt ("Comlne rcia l Equipme nt") progra m, a s  re quire d by De cis ion No. 68487. De cis ion

No. 68487 re quire s  tha t the  Compa ny tile  de ta ile d de scriptions  of its  de ma nd-s ide  ma na ge me nt

("DSM") programs  within 120 days  of the  Commiss ion's  Februa ry 23, 2006 Orde r approving ra te

changes  e ffective  March l, 2006.
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3. The  propos e d progra m would be  ne wly imple me nte d, but include s  the  High-

Efficie ncy P re -Rinse  Spra y Va lve  compone nt a lre a dy a pprove d by the  Commiss ion on June  27,

2007. The  Comme rcia l Equipme nt progra m is  one  of se ve n de ma nd-s ide  ma na ge me nt ("DSM")

progra ms  include d in  S outhwe s t's  2006 Arizona  De ma nd S ide  Ma na ge me nt P rogra m P la n

("P la n").
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1 As proposed in the  P lan, the  Commercia l Equipment program would be  ava ilable  to

with  co mme rc ia l kitch e n  fa c ilitie s . Southwest2 ne w a nd  e xis ting  S ou thwe s t cus tome rs

re pre se nta tive s  would provide  a s s is ta nce  to comme rcia l cus tome rs  in purcha s ing a nd ins ta lling3

4 energy-e fficient kitchen equipment. Reba tes  equa l to the  incrementa l cos t of each measure  would

be  provided to customers  who insta ll such measures .5

6 Staff has  recommended tha t the  s ize  of the  incentives  be  reviewed if pa rticipa tion in

7

8

9

l l

1 2

the  program is  a t or above  the  anticipa ted leve ls .

6. The  obje ctive  of the  Comme rcia l Equipme nt progra m is  to promote  the  us e  of

e ne rgy-e fficie nt e quipme nt a t cormne rcia l cooking fa cilitie s , including re s ta ura nts , s chools , a nd

10 hospita ls , the  proposed measure s  include  griddle s , s te amers  and frye rs , a long with the  pre -rinse

s pra y va lve s  pre vious ly a pprove d by the  Commis s ion. Adoption of high-e fficie ncy comme rcia l

e quipme nt will conse rve  both e ne rgy a nd wa te r, a nd re duce  pollution. In a ddition to fa cilita ting

individua l ins ta lla tions , the  Comme rcia l Equipme nt progra m is  in te nde d to  a chie ve  ma rke t

14 transforma tion of the  re s taurant indus try and increase  gene ra l demand for high-e fficiency kitchen

1 3

1 5 equipment.

1 6

1 8

1 9

20

2 1

23

Staff has recommended tha t rebates  be  pa id only to participants  who are  purchasing

17 high-e fticiency na tura l ga s  commercia l equipment for ins ta lla tion in a reas  se rviced by Southwes t.

With respect to replacing exis ting equipment, S ta ff has  recommended tha t the  primary focus  of the

program be  replacement of le ss-e fficient na tura l gas-powered equipment, ra the r than replacement

of le ss -e fficient e lectric equipment.

According to the  P lan, during its  firs t yea r the  Commercia l Equipment program will

22 be  a dve rtis e d in re s ta ura nt tra de  publica tions , on the  ra dio, on the  S outhwe s t we bs ite , through

pos tca rd dis tributions , and through pa rticipa tion a t culina ry events  and a t trade  shows. Additiona l

24 me a sure s  ma y include  dire ct ma il, brochure s , te le phone  ca lls , e ma il a nd in-pe rson vis its . The re

will a ls o be  s e mina rs  a nd works hops  de s igne d to tra in cha in a nd fra nchis e  owne rs  on high-25

26

27

efficiency equipment and maintenance .

9. The  above  marke ting will continue  in the  second and third yea rs , with the  addition

of e duca tiona l e ve nts  a t the  S outhwe s t Te mpe  Food S e rvice  Ce nte r. Ma rke ting will include  the28

4.

5.

7.

8.
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Cormnercia l
Equipment

Ma rke t
P otentia l

Estimated
Participation
(Year 1)

Estimated
Participation
(Years 2 and

3)

Propos ed
Incentive

Tota ls :
Yea r 1

Totals:
Years 2 and 3

Water heater 18,000 111 140 Up to $1,700 $188,700 $238,700

Griddle 18,000 65 79 up to $2,102 $136,630 $166,557

Steamer 1,800 20 39 U p t o n  5 3 2 $10,640 $20,640

Fryer 30,000 101 121 Up to $2,583 $260,883 $310,883

Spray va lve 18,000 5,000 We n/a $124,925 n/a

Tota l $721,778 $736,780
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1

2

3

4

s pra y va lve  dis tribution progra m in the  firs t ye a r. The  Commis s ion ha s  pre vious ly orde re d tha t

S outhwe s t continue  to  promote  h igh-e ffic ie ncy pre -rins e  wa te r s pra y va lve s  a s  pa rt of its

marke ting, if Southwest's  pa rticipa tion in the  program is  extended beyond 2007.

10. Southwest representa tives  will encourage  the  Company's  commercia l cus tomers  to

ins ta ll high-e fficie ncy e quipme nt in the ir comme rcia l kitche n fa cilitie s . S outhwe s t or its  de s igne e

6 will ve rify ins ta lla tion of the  e quipme nt, a s s is t in the  re ba te  a pplica tion proce s s , a nd proce s s

5

7 rebates.

8 11.

9

10

11

1 2

With  re s pe ct to  the  s p ra y va lve  d is tribu tion  on ly, S ou thwe s t will con tribu te

a dditiona l funding a nd Arizona  De pa rtme nt of Wa te r Re s ource s  ("ADWR") will s upe rvis e  the

de live ry a nd ins ta lla tion. ADWR ha s  a lso hire d a  contra ctor to conduct a  surve y to e va lua te  the

dis tribution funded through Southwest and Sa lt Rive r Project ("SRP").

Southwe s t's  e s tima te s  for the  pote ntia l ma rke t a nd pe r-ye a r le ve ls  of pa rticipa tion

for e a ch me a s ure  a re  lis te d in the  ta ble  be low, a long with the  propos e d individua l a nd a nnua l

12.

1 3

14 incentive  amounts .

1 5 S OUTHWES T'S  P ROP OS ED INCENTWES  AND ES THVIATED P ARTICIP ATION LEVELS

1 6

1 7

1 8

1 9

20

21

22

23 13. The  cha nge s  from Ye a r 1 to Ye a rs  2 a nd 3 re fle ct the  initia l a s sumption tha t the

25

24 spray rinse  dis tribution would end a fte r Yea r 1. If continuing the  dis tribution program proves  cos t-

e ffe ctive , e ithe r through ADWR or a s  pa rt of S outhwe s t's  dire ct progra m, the n a  portion of the

ince ntive  dolla rs  in Ye a rs  2 a nd 3 s hould continue  to be  a lloca te d to s pra y va lve s . S ta ff ha s

re comme nde d tha t S outhwe s t tra ck pa rticipa tion  with  re s pe ct to  e a ch type  of comme rcia l

26

27

28
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Description Firs t Yea r Subsequent Years

Communication $91,420 $86,420

Outreach $45,000 $35,000

Training/Education $126,800 $126,800

Adminis tra tive Cos ts $15,000 $15,000

Incentives $721,778 $736,780

Total $999,998 31 ,000,000
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1

2

equipment and, if appropria te , shift expenditures  be tween measures  to maximize  pa rticipa tion and

program cost-e ffectiveness .

3 14.

5

S ta ff a na lys is  indica te s  tha t ga s  frye rs  a re  not, curre ntly, a  cos t-e ffe ctive  DS M

4 measure . S ta ff has  recommended tha t gas  frye rs  be  e limina ted from the  program unless  and until

they can be  included on a  cost-e ffective  basis . S ta ff has  recommended tha t expenditures  origina lly

6 allocated to the  fryer measure  be  rea lloca ted to other, more  cost-effective , program measures.

While  ma rke ting cos ts  re pre se nt a  la rge  proportion of the  budge t, the  progra m is

ne w a nd e xte ns ive  ma rke ting ma y a id in e ffe cting the  tra ns forma tion of a n indus try with a  high

7 15.

8

9 po te n tia l fo r e ne rgy s a vings , bu t a ls o  s ign ifica n t ba n te rs  to  a dop tion  o f e ne rgy-e ffic ie n t

S ma lle r re s ta ura nts  a re  ofte n unde rca pita lize d a nd e xtre me ly s e ns itive  to  the1 0 e q u ip m e n t .

1 1 incrementa l cos ts  of high-e fficiency equipment, while  cha ins  or franchise s  often make  equipment

12 purcha s ing de cis ions  outs ide  the  loca l ma rke t, ma king it difficult to ma rke t to buye rs  in a dva nce .

Staff has  recommended tha t Southwest monitor marke ting for the  program, and make  adjustments ,1 3

1 4 if n e c e s s a ry,  to  m a xim ize  th e  b e n e fits  o f s p e n d in g  in  th is  a re a .

1 6 .1 5 S o u th we s t 's  p ro p o s e d  b u d g e t  is  p ro vid e d  in  th e  fo llo win g  ta b le :

1 6

1 7

1 8

1 9

20

2 1

22

23

24 1 7 .

25

26

With re spect to the  program a s  a  whole , Southwes t will tra ck pa rticipa tion, ene rgy

savings  and demand reductions , a long with inquiries , website  hits  and a ttendance  a t food industry

ene rgy conse rva tion events . Pa rticipants  will a lso be  surveyed rega rding the  e ffectiveness  of the

27 program.

28
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With re spe ct to the  spra y va lve  compone nt only, ADWR ha s  hire d a  consulta nt to

2 tra ck the  spra y va lve  ins ta lla tions  funde d through S outhwe s t (a s  we ll a s  those  funde d by S RP ).

The  consulta nt will tra ck wa te r usa ge  for e a ch pa rticipa nt for a  ye a r a nd confine  tha t the  spra y

1 1 8 .

3

5 19.

7

8

4 valves  insta lled under the  program remain in place .

Whe re  re pla ce me nt of e xis ting e quipme nt is  conce rne d, S ta ff ha s  re comme nde d

6 tha t the  primary purpose  of Southwes t's  Commercia l Equipment DSM program be  to replace  le ss

e fficient na tura l ga s  equipment with the  mos t e fficient na tura l ga s  equipment currently ava ilable .

It is  S ta ffs  pos ition tha t DS M dolla rs  s hould not be  us e d to promote  fue l s witching. Although

e le ctric s a vings  ma y re s ult Hom ga s  DS M me a s ure s , a nd ma y be  include d in  ca lcula ting a

10 progra m's  cos t-e ffe ctive ne s s , the  prima ry goa l of a  na tura l ga s  DS M progra m is  to cons e rve

9

1 1 natura l gas in a  cost-effective  manner.

20.12 Sta ffs  ana lys is  of the  program indica te s  a  cos t-e ffectiveness  ra tio of 2.46, with the

1 3

15

16

17

18

frye rs  e limina te d. S ta ffs  a na lys is  indica te s  tha t comme rcia l frye rs  would not be  a  cos t-e ffe ctive

14 measure , given the  la rge  incrementa l cost and low leve l of gas  savings  provided by current higher-

e fficiency mode ls . (S ta ffs  ana lys is  of the  gas  frye r measure  indica te s  a  cos t-e ffectiveness  ra tio of

0.64.) S ta ffs  a na lys is  a ls o indica te s  tha t while  including frye rs  in the  progra m would lowe r

ove ra ll cos t-e ffe ctive ne ss  to 1.87, shifting e xpe nditure s  from frye rs  to othe r progra m me a sure s

would incre a se  ove ra ll cos t-e ffe ctive ne ss . In the  future , if the  incre me nta l cos t of including ga s

frye rs  in the  program decreases , or frye rs  become ava ilable  tha t offe r grea te r the rm savings , then19

20 gas fryers  should be  considered for inclusion in the  program.

21 .21 S ta ff ha s  modifie d S outhwe s t's  e s tima te  of e nvironme nta l s a vings  to re fle ct the

22 e limina tion of frye rs  as  a  measure , and to re flect the  the rm savings  for each measure  indica ted by

23 S ta ffs  re s e a rch. The  e nvironme nta l s a vings  ma y be  h ighe r if the  s pra y va lve  progra m is

24 continued, or if incentive  dolla rs  intended for fryers  a re  shifted to other measures . These  es timates

a re  se t forth in the  following table :25

26

27

28

Decis ion No . 69880



Annual Savings CON (lbs) NOt sox (lbs) H20 (ga llons )

2007 3,194,732 687 17 252,824,968

2008 1,556,732 687 7 1,086,461

2009 1,556,732 267 7 1,086,461

Lifetime Sa vings 54,891,954 10,842 271 1,794,059,919

9
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1 ESTIMATED ENVIRONMENTAL BENEFITS

2

3

4

5

6

7

8

9 S ta ff h a s  re co mme n d e d  th a t S o u th we s t in c lu d e  th e  fo llo win g  in fo rma tio n

conce rning the  Commercia l Equipment program in its  semi-annua l DSM reports : (i) the  number of

22.

10

11

12

1 3

14

pa rticipa nts , (ii) the  le ve l of pa rticipa tion for e a ch me a s ure  include d in the  progra m, (iii) the

a mount of funding s pe nt during the  time  pe riod be ing cove re d, (iv) s a mple s  of its  ma rke ting

mate ria ls , (v) the  types  of facilitie s  where  high-e fficiency equipment is  be ing ins ta lled, and (vi) the

da ta  and survey information ga thered by Southwest with respect to the  program as  a  whole , a long

with a ny follow-up s tudie s  or othe r informa tion provide d by ADWR with re s pe ct to the  s pra y

16 va lve  dis tribution.

1 5

1 7 23. Staff has  recommended tha t the  s ize  of the  incentives  be  reviewed if participa tion in

1 8 the  program is  a t or above  the  anticipa ted leve ls .

24.1 9
Staff has recommended tha t rebates  be  pa id only to participants  who are  purchasing

20

21 25.

22

high-e fficiency na tura l gas  commercia l equipment for ins ta lla tion in a reas  se rviced by Southwest.

S ta ff has  recommended tha t, with respect to replacements , the  primary focus  of the

program be  replacement of le ss-e fficient na tura l gas-powered equipment, ra ther than replacement

of le ss -e fficient e lectric equipment.23

24 Staff has  recommended tha t Southwest track participa tion with respect to each type

of comme rcia l e quipme nt a nd, if a ppropria te , shift e xpe nditure s  be twe e n me a sure s  to ma ximize

26.

25

26 participa tion and program cost-e ffectiveness ,

27 .2 7
Sta ff has  recommended tha t gas  frye rs  be  e limina ted from the  program unless  and

28 until they can be  included on a  cost-e ffective  basis .

De cis ion No.
69880
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1 28. Sta ff has  recommended tha t expenditure s  origina lly a lloca ted to the  frye r measure

3 29.

5

7

8

9

11

12 31.

13

14

15

16

17

18

2 be rea llocated to other, more  cost-effective , program measures.

S ta ff ha s  re comme nde d tha t S outhwe s t monitor ma rke ting for the  progra m, a nd

4 make adjustments , if necessary, to maximize  the  benefits  of spending in this  a rea .

30. S ta ff ha s  recommended tha t the  following informa tion conce rning the  Commercia l

6 Equipme nt progra m be  include d in the  se mi-a nnua l DS M re ports : (i) the  numbe r of pa rticipa nts ,

(ii) the  leve l of pa rticipa tion for each measure  included in the  program, (iii) the  amount of funding

spent during the  time  period be ing covered, (iv) samples  of its  marke ting mate ria ls , (v) the  types  of

fa cilitie s  whe re  h igh-e ffic ie ncy e quipme nt is  be ing  ins ta lle d , a nd  (vi) the  da ta  a nd s urve y

10 information ga the red by Southwest with re spect to the  program as  a  whole , a long with any follow-

up s tudies  or othe r informa tion provided by ADWR with re spect to the  spray va lve  dis tribution.

with re spect to replacements , S ta ff has  recommended tha t the  primary focus  of the

progra m should be  on re pla cing le s s  e fficie nt na tura l ga s  e quipme nt with the  mos t e fficie nt ga s

e quipme nt curre ntly a va ila ble , ra the r tha n re pla cing le s s  e fficie nt e le ctric e quipme nt.2 In  a

broade r cons ide ra tion of ove ra ll ene rgy e fficiency, however, we  find tha t it is  in the  public inte re s t

to replace  le ss  e fficient equipment with more  e fficient equipment, regardless  of the  form of energy

us e d to powe r the  le s s  e fficie nt e quipme nt tha t is  to be  re pla ce d. The re fore , we  will a llow the

progra m to provide  for the  re pla ce me nt of le s s -e fficie nt e le ctric e quipme nt with more  e fficie nt

gas-powered equipment, in addition to replacing le ss  e fficient gas-powered equipment with more19

20 efficient gas-powered equipment.

32.21 The  Commiss ion, having reviewed the  applica tion and S ta ffs  Memorandum da ted

22

23

24

Augus t 7, 2007, conclude s  tha t it is  in the  public inte re s t to a pprove  the  Comme rcia l Equipme nt

program with the  modifica tions  and recommenda tions  made  by S ta ff, except tha t the  program will

provide  for the  re pla ce me nt of le s s -e fficie nt e le ctric e quipme nt with more  e fficie nt ga s -powe re d

25 equipment.

26 CONCLUS IONS  OF LAW

27

28 1 Page 5, Finding of Fact No. 19
2 Page 6, Finding of Fact No. 25

Decis ion No .
69880
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1 S outhwe s t is  a n Arizona  public s e rvice  corpora tion within the  me a ning of Alticle

2 XV, Section 2, of the  Arizona  Cons titution.

3 The  Commiss ion has  jurisdiction over Southwest and over the  subject ma tte r of the

4 a pplica tion.

5 ORDER

6 IT IS  THEREFORE ORDERED tha t the  Commercia l Equipment program be  and he reby is

7 approved, as  modified here in.

8 IT IS  FURTHER ORDERED tha t the  s ize  of the  ince ntive s  be  re vie we d if pa rticipa tion in

10

11

12

13

14

15

16

17

18

20

9 the  program is  a t or above  the  anticipa ted leve ls .

IT IS  FURTHER ORDERED tha t re ba te s  be  pa id only to pa rticipa nts  who a re  purcha s ing

high-e fficiency na tura l gas  commercia l equipment for ins ta lla tion in a reas  se rviced by Southwest.

IT IS  FURTHER ORDERED tha t, with re spe ct to re pla ce me nts , the  prima ry focus  of the

progra m be  re pla ce me nt of le s s -e fficie nt e quipme nt, whe the r the  le s s  e fficie nt e quipme nt to be

replaced is  e lectric or gas-powered.

IT IS  FURTHER ORDERED tha t S outhwe s t tra ck pa rticipa tion with re spe ct to e a ch type

of comme rcia l e quipme nt a nd, if a ppropria te , shift e xpe nditure s  be twe e n me a sure s  to ma ximize

participa tion and program cost-e ffectiveness .

IT IS  FURTHER ORDERED tha t ga s  frye rs  be  e limina te d from the  progra m unle s s  a nd

19 until they can be  included on a  cost-e ffective  basis .

IT IS  FURTHER ORDERED tha t expenditure s  origina lly a lloca ted to the  frye r measure  be

21

22

rea lloca ted to other, more  cost-effective , program measures.

IT IS  FURTHER ORDERED tha t Southwes t monitor marke ting for the  program, and make

23 adjustments , if necessary, to maximize  the  benefits  of spending in this  a rea .

24

25

26

27

28

2.

1 .

Decis ion No . 69880
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P age  9

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION

1 IT IS  FURTHER ORDERED tha t S outhwe s t include  the  following infonna tion conce rning

2 th e  Co mme rc ia l E q u ip me n t p ro g ra m in  its  s e mi-a n n u a l DS M re p o rts : (i) th e  n u mb e r o f

3 pa rticipa nts , (ii) the  le ve l of pa rticipa tion for e a ch me a s ure  include d in the  progra m, (iii) the

4 a mount of funding s pe nt during the  time  pe riod be ing cove re d, (iv) s a mple s  of its  ma rke ting

5 mate ria ls , (v) the  types  of facilitie s  where  high-e fficiency equipment is  be ing ins ta lled, and (vi) the

6 da ta  and survey information ga the red by Southwest with respect to the  program as  a  whole , a long

7 with a ny follow-up s tudie s  or othe r informa tion provide d by ADWR with re s pe ct to the  s pra y

8 va lve  dis tribution.

9 IT IS  FURTHER ORDERED tha t this  Decis ion sha ll become  e ffective  immedia te ly.

10

l l

12

13

14

, f

|T3?5 W1Iss1'on18R
7

COMMIS S IONER

IN W ITNE S S  W HE RE O F,  I DE AN s .  MILLE R,  In te rim
Exe cutive  Dire ctor of the  Arizona  Corpora tion Commiss ion,
ha ve  he re unto, s e t my ha nd a nd ca us e d the  officia l s e a l of

t the  Ca  ita l,

I1 /3 1 4 5 7 8
this  Commis s ion to be  a ffixe d
Phoenix, this < 9 8 da y of

in  the  City o f
, 2007.

18

19

20

21

22

23

24

25 DISSENT:
26
27 DIS S ENT:

28 EG]:JMK:11nn\]FW

DEAN . MILLER '
Inte rim Exe cutive  Dire ctor

/'

I
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1 SERVICE LIST FOR: Southwest Gas Corporation
DOCKET no. G-01551A-04-0876

2

3

4

5

6

Mr. Ra nda ll W. S a ble
Manager, S ta te  Regula tory Affa irs
Southwest Gas Corpora tion
5241 Spring Mounta in Road
Pos t Office  Box 98510
Las Vegas, Nevada 89193-8510
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Mr. Ernes t G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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Mr. Chris tophe r C. Ke e le y
Chie f Counse l, Lega l DiVis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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